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Actuarial Memorandum - Rates

Actuarial Memorandum - Rates

Daniel Martinez
233 S. Wacker Dr Suite 700 
Chicago, IL 60606

G5-555-00223 CeltiCare Preferred

G5-544-00156 Celtic Basic

Celtic Insurance Company

1/31/2011

1488-6

G5-543-00145 (HSA 2.0/2.1)G5-555-00223(HSA 3.0) 

Actuarial Memorandum - Rates

Reset Form



 
California Plain-Language 

Rate Filing Description 
[for Web site posting, Health & Safety  

Code 1385.07(d), Insurance Code 10181.7(d)] 
 
Company Name: 
 
 
 

 
SERFF Tracking Number 
 
 
 

 
Department File Number: (will be completed by Department) 
 

 
 

 
1. Justification for any unreasonable rate increases. 
 (Include all information as to why the rate increase is justified.  Attach supporting documentation  
 to this PDF file) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 1

CELT-127073284 

The actual loss ratio we are projecting for 2011 for the Open Blocks with an HCR adjustment of 
12% and the requested rate increase, is 63.2% (refer to Exhibit Three, Table Five, last column, 
Actual LR row). We estimate the active life reserve change to bring this to 70%.  
 
Combining the open and closed blocks gives a loss ratio of 71.4%: 
 Closed Blocks: 72.4% x 369,530 = 267,540 
 Open Blocks:   70.0% x 556,601 = 389,621 
  
 (267,540 + 389,621)/( 369,530 + 556,601) = 71.4% 
 
Note that we also have a small block of individual conversion policies that is expected to run at 
around a 150% loss ratio, but we have not included that in the numbers above. 
 
Based on the number of lives we have in CA (374 lives at 12/2010), our CA Individual business is 
not credible, according to the HCR standard and therefore, it complies with the federal standard. 
Even using the credibility factors at 1,000 lives, we have a 10.5% Additive Factor (8.3% x 1.269) to 
the combined projected loss ratio above (71% +10.5%=81.5%), higher than the 80%, adjusted 
down for 75% for taxes and quality improvement activities. 

Celtic Insurance Company



2) Overall annual medical trend factor assumptions for all benefits 
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Below is the itemized trend component used in pricing:    
    
Medical and Rx Trend (Total)    9.35% 
 Medical provider price increase   6.00% 
 Utilization changes   1.85% 
 Medical cost shifting   1.00% 
 Medical procedures and new technology   0.50% 
    
Insurance Trend (Total)   2.15% 
 Deductible leveraging   2.15% 
    
Total Average Annualized Trend   11.50% 



3) Actual Costs by Aggregate Benefit Category 
 
 

Dollar Cost: 
 
 
 
 

Hospital Inpatient, 
 
 

Cost as Percentage of Medicare: 
 
 
 
 
Dollar Cost: 
 
 
 

Hospital Outpatient 
(including ER) 
 

Cost as Percentage of Medicare: 
 
 
 
Dollar Cost: 
 
 
 

Physician/other 
professional services 
 

Cost as Percentage of Medicare: 
 
 
 
Dollar Cost: 
 
 
 

Prescription Drug 
 

Cost as Percentage of Average Wholesale Price: 
 
 
 
Dollar Cost: 
 
 
 

Laboratory (other 
than inpatient) 
 

Cost as Percentage of Medicare: 
 
 
 
Dollar Cost: 
 
 
 

Radiology (other than 
inpatient) 
 

Cost as Percentage of Medicare: 
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N/A

N/A

$95

N/A

$8,111

N/A

N/A

$32

N/A

$531



Other (describe) 
 
 
 
 
 
 

Dollar Cost and Description: 
 
 
 
 
 
 
 

 
 
4) Amount of Projected Trend, by Aggregate Benefit Category, Attributable 
to Use of Services, Price Inflation, Fees and Risk 
 
 

Trend attributable to use of services: 
 
 
 
Trend attributable to price inflation: 
 
 
 

Hospital Inpatient 
 

Trend attributable to fees and risk: 
 
 
 
Trend attributable to use of services: 
 
 
 
Trend attributable to price inflation: 
 
 
 

Hospital Outpatient (including 
ER) 
 

Trend attributable to fees and risk: 
 
 
 
Trend attributable to use of services: 
 
 
 
Trend attributable to price inflation: 
 
 
 

Physician/other professional 
services 
 

Trend attributable to fees and risk: 
 
 
 

Prescription Drug 
 

Trend attributable to use of services: 
 
 
 

 4

0 

9.15%

2.35%

2.35%

2.35%

0 

$197 ( average cost per preventive care visit)

9.15%

0

9.15%

2.35%



Trend attributable to price inflation: 
 
 
 
Trend attributable to fees and risk: 
 
 
 
Trend attributable to use of services: 
 
 
 
Trend attributable to price inflation: 
 
 
 

Laboratory (other than 
inpatient) 
 

Trend attributable to fees and risk: 
 
 
 
Trend attributable to use of services: 
 
 
 
Trend attributable to price inflation: 
 
 
 

Radiology (other than 
inpatient) 
 

Trend attributable to fees and risk: 
 
 
 

Other (describe) 
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9.15%

0 

0 

2.35%

0 

2.35%

9.15%

9.15%
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5) Other Information 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
#630302v1  



California Rate Filing Form 
For Individual and Small Group Health Insurance 

Rate Filings, Version 1 
 
 
 

1) Company Name: 
 

 
 

 
 
2) Number of policy forms covered by the filing: _______________________________ 
 
 
3) Policy form numbers covered by the filing: 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
4) Product types covered by the filing. Selected from the following: 
  

 HMO (Health Maintenance Organization) 

 PPO (Preferred Provider Organization) 

 EPO (Exclusive Provider Organization) 

 POS (Point of Service) 

 FFS (Fee for Service) 

 Other (describe) __________________________________________________ 

 
5) Segment type. One of the following: 
 

 Large Group 

 Small Group (2-50 employees) 

 Individual 

 
Note: Large Group, Small Group, and Individual filings should not be combined within a 
single filing. 

 1

Indemnity and PPO plans

Celtic Insurance Company

3

G5-544-00156 
G5-555-00223 
G5-543-00145



6) Plan/Insurer Type. One of the following: for-profit company, not-for-profit company 
 
 For-profit company 

 Not-for-profit company 

 
 
7) Whether the products are open or closed.  List each open or closed product by policy 

form number. 
 

Open products: 
If all policy forms listed in response to Question 3, above are open, check 
here:  
 
If only some policy forms listed in Question 3 are open, list the policy form 
numbers of the open products: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Closed products: 

If all products listed in response to Question 3, above are closed, check 
here:  

 
If only some policy forms listed in Question 3 are closed, list the policy 
form numbers of the closed products: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 2

G5-544-00156 Celtic Basic 1.0/2.1 
G5-555-00223 CeltiCare Preferred 5.0/5.1 and HSA 3.0 
G5-543-00145 HSA 2.0/2.1 

✔



8) Enrollment:  
 
Number of lives, including dependents, as of the end of the latest month for which the 
data has been compiled, covered by each product (identified by all marketing names 
used for each policy form covered by the filing).  
 
(For new products, the number of lives shown should be “0”.) 

 

This table reflects data as of the end of (month/year): ________________ 

Policy Form Number Marketing Name Enrollment 

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
(If additional space is needed, see question 26.  Check this box if additional space is 
used. ) 

 
 

 3

12/2010

HSA 3.0

2

G5-555-00223

Celtic Basic 1.0/2.1

84

HSA 2.0/2.1

CeltiCare Preferred 5.0

46

G5-543-00145

213

G5-555-00223

G5-544-00156



9) Insured months in each policy form 
 
Number of insured (or member) months for the experience period on which the rates 
were based. (Does not apply to rates for new products.) 

 

This table reflects data as of the end of (month/year): ________________ 

Policy Form Number Number of Insured Months 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
(If additional space is needed, see question 26.  Check this box if additional space is 
used. ) 
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24

9/2010

1294

874G5-555-00223

G5-543-00145

G5-544-00156



10) Annual Rate 
 
For each product included in the filing, show the current and proposed annual premium 
rates for all rating cells. 
 

Policy form number Current annual  
premium rate 

Proposed annual 
premium rate 

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
(If additional space is needed, see question 26.  Check this box if additional space is 
used. ) 
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CA-2228, Nationwide-2655CA-2163, Nationwide-2574

CA-3021, Nationwide-2315

G5-555-00223

CA-2933, Nationwide-2247G5-544-00156

CA-4313, Nationwide- 3698CA-4187, Nationwide-3585

G5-543-00145 and 
G5-555-00223



11) Total earned premium in each policy form for the experience period on which the 
rates are based. (Does not apply to rates for new products.) 

 

Policy form number Total earned premium 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
(If additional space is needed, see question 26.  Check this box if additional space is 
used. ) 
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CA- 225565, Nationwide-18586162 

CA-217892, Nationwide-16375836

G5-543-00145

G5-555-00223

G5-544-00156

CA-6073, Nationwide-3062718



12) Total dollar amount of incurred claims in each policy form for the experience period 
on which the rates are based.  (Does not apply to rates for new products.)   

 
If helpful to understanding the basis for the filed rate increases, the insurer may, but is 
not required to, disaggregate incurred claim data into the aggregate benefit categories 
listed in item 18 below. If you choose to disaggregate, please do so on a separate page 
attached to the PDF of this filing form, identifying this question number. 

 

Policy form number Total incurred claims 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
(If additional space is needed, see question 26.  Check this box if additional space is 
used. ) 
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CA-93058, Nationwide-10907035

G5-543-00145

G5-555-00223

CA-106775, Nationwide-9326091G5-544-00156

CA-1545, Nationwide-2209424



 
13) Average rate increase initially requested 

 
The weighted average of the proposed rate increases included in the filing, weighting the 
increases by the number of covered lives for each product (per item 8, above).  Rates for 
new products are not included in this calculation, as they have a weight of zero. (Does 
not apply to rates for new products.) 

 

Policy Form Number Marketing Name Weighted Average 

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
(If additional space is needed, see question 26.  Check this box if additional space is 
used. ) 
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G5-543-00145

G5-555-00223

HSA 2.0/2.1

Celtic Basic 1.0/2.1G5-544-00156

9.3%

G5-555-00223

CeltiCare Preferred 5.0

9.3%

HSA 3.0 

9.3%

9.3%



14) Review category: One of the following:  
 

 Initial Filing for New Product 

 Filing for Existing Product 

 Resubmission 

 
Resubmissions should be submitted through SERFF under the same state filing number 
and SERFF tracking number assigned to the original submission of this filing.  Do not 
submit resubmissions as a new filing. 

 
 
15) Average rate of increase 

 
In those instances in which there is a revision to the rates requested after initial 
submission, the revision should be submitted as an amendment to the original 
submission of this filing under the rate/rule form tab.  Also, in the case of a resubmission, 
update the information under the “company rate information” field under the “Rate/Rule 
Schedule” tab in SERFF.  The average rate of increase is a weighted average, calculated 
as in item 13, above. (Does not apply to rates for new products.) 
 

Policy Form Number Marketing Name Weighted Average 

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
 

  

 
(If additional space is needed, see question 26.  Check this box if additional space is 
used. ) 
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HSA 3.0

3%

G5-543-00145

3%

HSA 2.0/2.1

3%

CeltiCare Preferred 5.0G5-555-00223

Celtic Basic 1.0/2.1G5-544-00156

G5-555-00223

3%



16) Effective date of rate increase: _________________________________________ 
 
The earliest anticipated date that the proposed rate increase, or new product 
rate, will take effect for a policyholder. (Does not apply to rates for new products.)  

 
 

17) Number of policyholders or insureds affected by each policy form 
 
Same as item 8, above. (Does not apply to rates for new products.) 

 
 
18) Overall medical trend factor and trend factors by aggregate benefit category:  
 

Overall Medical Trend Factor 
 
“Overall” means the weighted average of trend factors used to determine rate increases 
included in the filing, weighting the factor for each aggregate benefit category by the 
amount of projected medical costs attributable to that category. 

 
 
 
 
 
 
 
 

 
 

Medical Trend Factor by Aggregate Benefit Category 
 
The aggregate benefit categories are each of the following – hospital inpatient, hospital 
outpatient (including emergency room), physician and other professional services, 
prescription drugs from pharmacies, laboratory services (other than hospital inpatient), 
radiology services (other than hospital inpatient), other (describe). 

 

Hospital Inpatient  

Hospital Outpatient (including ER)  

Physician/other professional services  

Prescription Drug  

Laboratory (other than inpatient)  

Radiology (other than inpatient)  

Other (describe)  
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11.5%

11.5%

11.5%

11.5%

11.5%

4/1/2011

11.5%

11.5%



Optional Medical Trend Factor by Aggregate Benefit Category by 
Geographic Region 
 
The insurer may, but is not required to, aggregate additional data in major geographic 
regions of the state.  If the insurer chooses to so aggregate, the major geographic 
regions of the state are: Northern California (consisting of Monterey, Kings, Tulare, and 
Inyo counties, and all counties to the north), and Southern California (consisting of San 
Luis Obispo, Kern, and San Bernardino counties, and all counties to the south).  

 
 North South 

Hospital Inpatient   

Hospital Outpatient (including ER)   

Physician/other professional services   

Prescription Drug   

Laboratory (other than inpatient)   

Radiology (other than inpatient)   

Other (describe)   

 
 
19) Projected medical trend  

 
Use the same aggregate benefit categories used in item 18 –hospital inpatient, hospital 
outpatient (including emergency room), physician and other professional services, 
prescription drugs from pharmacies, laboratory services (other than hospital inpatient), 
radiology services (other than Hospital inpatient), other (describe).  Furthermore, within 
each aggregate category quantify the sources of trend, i.e.  actual-to-expected claim 
costs over the prior rating period, utilization of medical services, cost of medical services, 
plan design, risk factors, demographic factors, and administrative and other non-claim 
expenses. 

 
Projected Medical Trend by Aggregate Benefit Category 

 

Hospital Inpatient  

Hospital Outpatient (including ER)  

Physician/other professional services  

Prescription Drug  

Laboratory (other than inpatient)  

Radiology (other than inpatient)  

Other (describe)  
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11.5%

11.5%

11.5%

11.5%

11.5%

11.5%



20) Comparison of claims cost and rate of changes over time 
 

For each proposed rate increase, provide the projected annualized incurred claims cost 
per insured for the period covered by the proposed rate, the historical incurred claims 
cost per insured for the most recent 12 months of the experience period on which the 
rates were based, and, if available, the historical incurred claims cost per insured for the 
next two most recent 12 month periods.  Also, compare the rate of change of claims 
costs over all of the projected and historical periods for which information is provided.  
Show all claim costs according to aggregate benefit category. (Does not apply to rates for 
new products.) 
 
 
 
 
 
 
 
 
 
 

 
 

21) Describe any changes in enrollee/insured cost-sharing, compared to the prior year, 
associated with the submitted rate filing, and quantify the impact of each change 
on each of the rates included in the filing. (Does not apply to rates for new 
products.) 

 
 
 
 
 
 
 
 
 
 

 
 
22) Describe any changes in enrollee/insured benefits, compared to the prior year, 

associated with the submitted rate filing, and quantify the impact of each change 
on each of the rates included in the filing. (Does not apply to rates for new 
products.) 

 
 
 
 
 
 
 
 
 
 

 

 12

The only cost-sharing benefit changes are due to the Health Care Reform 
requirements. Below are the Health Care Reform benefit (including cost-sharing) 
changes: 
Coverage of preventive services with no cost sharing           
 Preventive Benefits are covered on a first dollar basis with no cost sharing:         
 a. Evidence-based items or services that have in effect a rating of ‘A’ or ‘B’ in the 
current recommendations of the United States Preventive Services Task Force         
 b. Immunizations that have in effect a recommendation from the Advisory Committee 
on Immunization Practices of the Centers for Disease Control and Prevention with 
respect to the individual involved         
 I. Diphtheria, Pertussis and Tetanus         
 II. Anthrax         
 III. Measles, Mumps, Rubella and Varicella (Chickenpox)         
 IV. Hib         
 V. Hepatitis A         
 VI. Hepatitis B         
 VII. HPV         
 VIII. Influenza (H1N1)         
 IX. Influenza (Seasonal)         
 X. Japanese encephalitis         
 XI. Meningococcal disease         
 XII. Plague         
 XIII. Pneumococcal         
 XIV. Polio         
 XV. Rabies         
 XVI. Rotavirus         
 XVII. Smallpox         
 XVIII. Typhoid         
 XIX. Yellow fever         
 XX. Zoster         
 c. With respect to infants, children, and adolescents, evidence-informed preventive 
care and screenings provided for in the comprehensive guidelines supported by the 
Health Resources and Services Administration         
 d. With respect to women, such additional preventive care and screenings not 
described in paragraph (a.) as provided for in comprehensive guidelines supported by 
the Health Resources and Services Administration for purposes of this paragraph         
 e. For the purposes of this Act, and for the purposes of any other provision of law, the 
current recommendations of the United States Preventive Service Task Force 
regarding breast cancer screening, mammography, and prevention shall be considered 
the most current other than those issued in or around November 2009         
          
No lifetime or annual maximums on essential health benefits          
 Celtic policies have an unlimited lifetime maximum. Mental & Nervous, transplants 
benefits are unlimited.         
          
Pre-existing condition elimination riders removed on insureds under age 19          
 Celtic cannot decline children under 19. Elimination riders can not be used for new 
enrollees or existing enrollees.         
Pursuant to California's regulation, Celtic may apply a rating adjustment to the child 
rate up to two times for health status during the enrollment periods and more than two 
times (Celtic will apply five times) for health status outside the enrollment periods. This 
child rate may be subject to a 20 percent surcharge above the highest allowable rate 
on a child applying for coverage who is not a late enrollee and who failed to maintain 
coverage with any health plan or insurer for the 90-day period prior to the date of the 
child's application. The 20 percent surcharge applies for the 12-month period following 
the effective date of the child's coverage.

The projected annualized incurred claim cost per insured for the period covered by the 
proposed rate based on the 12-month period of 10/2009-09/2010 is $1,925.01. 
($351,635 /182.667 exposure yrs). 
 
Historical claim costs PMPM for Nationwide: 
2006 -  $ 65.40 
2007 -     88.13 
2008 -     88.33 
2009 -     94.01 
until 09/2010 - 112.10 
 
Historical claim costs PMPM for California: 
2006 -   $11.41 
2007 -     68.96 
2008 -     95.85 
2009 -     91.37 
unti 09/2010 - 78.21

See item 21 above.



23) Submit the required actuarial certification, described in Guidance 1163:2, under the 
“Supporting Documentation” tab in SERFF. 

 
 Submitted 

 
 
24) Changes in administrative costs 

 
Administrative costs are the costs defined in Sections 158.150, 158.151, 158.160, and 
158.161 of 45 Code of Federal Regulations Subtitle A, Subchapter B, in the interim final 
rule issued by the Department of Health and Human Services on December 1, 2010 at 75 
Federal Register 74924-74926.  Changes in administrative costs should be compared to 
the prior year, associated with the submitted rate filing, and changes should be shown 
separately for the costs defined by each of the sections of Code of Federal Regulations 
listed above in this item. (Does not apply to rates for new products.) 
 
 
 
 
 
 
 
 
 
 

 
 
25) Comments. Place any needed comments here. 
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For the open blocks of business, the commission structure was reduced from 20/5 to 
10/4.



 14

26) Blank form if additional spaces needed. 
  

If additional space is needed to respond to a question, use the form below.  Note the 
question number, and insert column headings as appropriate. If further space is needed, 
use PDF generating software to copy this page and insert the copy at the end of this 
document. 

 

Additional information for question number: ___________________________ 
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